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Abstract (Document Summary) 

Research on pharmacy benefit management companies focuses on descriptive accounts of the organizations and 
the scope of their services. This review provides a critical analysis of publicly available research on contemporary 
Issues surrounding the operations and effects of pharmacy benefit management companies. There has been very 
little systematic, empirical research on these issues; major questions concerning the impact of pharmacy benefit 
management companies on quality, costs, and patient outcomes remain unanswered. We analyze what is known 
and what needs to be known, and we explore major research challenges that lie ahead in the assessment of the 
pharmacy benefit management company's role in the health care system and in improving the public's healtfi. 
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Abstract (Document Summary) 

Me-too drugs have historically absorbed a large share of phamnaceutical industry research and development 
budgets. From 1978 to 1991, 135 new pharmaceutical molecules approved by the Food and Drug Administration 
were classified by the FDA as having "little or no therapeutic gain," while only 42 were classified as representing an 
"important therapeutic gain." 



Some drugmakers have tried to market me-too drugs by sharply undercutting their competitors' prices, as in the 
case of Lescol, a cholesterol-reducing drug recently introduced by Sandoz Phamnaceuticals Corp. But development 
of Lescol began In 1982. and Sandoz submitted it for FDA approval two years ago. 

CHART.Jwp CAPTION: ME-TOO FACTOR PERCENTAGE OF NEW DRUGS OFFERING THERAPEUTIC GAIN; 

BY CATEGORY '75-'79 .... '80-'84 .... *BS-*S9 ULCER 67 29 20 

CANCER 64 50 36 ANTIBIOTIC 36 44 27 

CARDIOVASCULAR 43 33 27 NERVOUS SYSTEM 35 25 17 ANTI- 
INFLAMMATORY 23 13 5 HORMONE 17 ......... 39 50 

ANTIVIRUS 33 50 75 SOURCE: P.E. BARRAL. CITED BY U.S. OFFICE OF 

TECHNOLOGY ASSESSMENT 
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Abstract (Document Summary) 

In 1993, the US spent $884.2 billion on health care, a 7.8% increase from 1992. Although this spending growth was 
among the lowest rates of growth recorded since 1960, it is too soon to tell whether slower growth in health 
spending is a new trend or merely a temporary perturbation in the long-term trend. The portion of the economy 
devoted to health care inaeased from 13,6% in 1992 to 13.9% in 1993 - a 0.3 percentage point increase that 
equaled the average rate of increase recorded since 1960. The federal government's share of the total health care 
bill rose between 1991 and 1993. the first significant change in the share of the nation's health care bill funded by 
the federal government since the early 1 970s. 
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Abstract (Document Summary) 

The next 5 to 7 years will see a major shakeup in the pharmacy benefits management (PBM) industry. A highly 
competitive race is underway between independent, retail pharmacy chain-sponsored and pharmaceutical 
manufacturer-controlled PBMs to see who will develop and monitor prescription drug efficacy protocols that reduce 
the total costs associated with an episode of Illness. It is unlikely the market will continue to support the 
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phenomenal expansion of PBMs that has occurred over the past 10 years. The cutting edge PBMs will be pushed 
to design and implenr^ent data capturing systems that can instruct managed care organizations on how to reduce 
the total cost of health care» not just the phamiacy bill. 
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Abstract (Document Summary) 

RxHub alms to act as a "conduit" that can both directly provide doctors with details of a patient's drug coverage, 
and enable the doctor to transmit prescriptions to a pharmacy electronically, before the patient leaves the doctor's 
office. PBMs establish drug "fonmularies," or lists of drugs that are covered by the patient's health plan. Cun-entiy, 
PBMs make that information available electronically to most pharmacies, but not to doctors' offices, where the 
prescriptions are written. That means discrepancies aren't discovered until a patient arrives at the drugstore to pick 
up a prescription, resulting in time-consuming phone calls between the drugstore and the doctor's office. 

RxHub expects to function as an open '^utility," connecting with the various computer systems and wireless, hand- 
held prescribing tools used by doctors. Each of the founding PBMs independently had been exploring ways to 
promote electronic prescribing through hand-held tools, but concluded that the best way to hasten doctor adoption 
of such systems is to ensure that all the systems have standardized access to multiple PBM databases, health 
plans and drugstores. Toward that end, the venture will work with standard-setting groups, such as the National 
Council for Prescription Drug Programs, to establish universal electronic prescribing standards. 
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Abstract (Document Summary) 

I n the past few months, patients with HMO insurance suddenly find themselves denied coverage for medicines 
they and their doctors choose. Whaf s happening reflects a wasteful and potentially dangerous phenomenon poorly 
understood by patients and doctors alike. 

Consider two recent, apparently unrelated events. First. President Clinton has proposed entrusting the 
administration of Medicare's anticipated prescription drug benefit to private, for- profit companies called Prescription 
Benefit Managers (PBMs). Second, HMO Blue announced that it wilt no longer cover dozens of commonly used 
drugs, much as Tufts Health Plan did earlier this year. What these events share Is the intrusion of PBMs into the 
health of patients. 

What are PBMs, and why should we be nervous about their role? PBMs act as intermediaries between HMOs and 
pharmaceutical manufacturers. They negotiate with drug manufacturers to receive payments, called "rebates," for 
specific drugs. In exchange, with the agreement of the HMO, those drugs win placement on a limited list - a 
fonmutary - of approved drugs. Other medicines of the same type are "locked out** of the HMO's formulary. 
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